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PROGRESS  UNDER  THE  UNITED  STATES  WAREHOUSE  ACT. 

The  United  States  warehouse  act  became  a  law  August  11,  1916. 
The  prime  purpose  of  the  act  is  to  develop  a  form  of  warehouse  receipt 
covering  the  storage  of  cotton,  grain,  wool,  tobacco,  and  flaxseed, 
which  will  be  readily  and  widely  negotiable  as  collateral  for  loan  pur- 
poses. The  act  provides  for  a  system  of  licensing  and  bonding  ware- 
housemen under  conditions  which  will  tend  to  insure  the  integrity  of 
the  receipts  issued  by  such  warehousemen. 

The  first  three  and  one-half  years  following  the  passage  of  the  act 
were  devoted  largely  toward  carrying  on  educational  campaigns  among 
warehousemen,  bankers,  and  producers,  with  a  view  to  acquainting 
them  with  the  merits  of  the  act,  and  to  drafting  rules  and  regulations 
for  the  operation  of  the  different  kinds  of  warehouses  included  under 
the  act.  That  little  progress  was  made  in  the  way  of  actually  licens- 
ing warehouses  is  evidenced  by  the  fact  that  by  April  1,  1920,  there 
were  licensed  only  23  cotton  warehouses,  with  a  combined  storage 
capacity  of  40,050  bales  of  cotton,  and  5  grain  warehouses,  with  a 
total  capacity  of  136,000  bushels.  During  the  year  immediately  fol- 
lowing, fair  progress  was  made  in  the  licensing  of  warehousemen. 
On  April  1,  1921,  there  were  licensed  238  cotton  warehouses,  with  a 
combined  storage  capacity  of  429,975  bales  of  cotton,  and  56  grain 
warehouses,  with  a  total  capacity  of  2,108,400  bushels.  That  year 
also  marked  substantial  progress  in  the  way  of  licensing  wool  ware- 
housemen, not  so  much,  however,  in  the  number  of  warehousemen 
as  in  the  storage  capacity  of  the  warehouses  covered  by  the  licenses 
issued.  During  the  year  from  April  1,  1920,  to  April  1,  1921,  5  wool 
warehousemen  were  licensed,  operating  storage  capacity  to  accom- 
modate 97,500  bags  of  wool,  or  approximately  24,375,000  pounds. 

During  the  period  from  April  1,  1921,  to  May  1,  1922,  substantial 
progress  in  the  licensing  of  public  cotton  warehousemen  was  made, 
not  so  much  in  the  licensing  of  increased  numbers  of  warehousemen, 
but  in  the  fact  that  during  this  period  a  great  many  warehousemen 
operating  warehouses  of  large  storage  capacity  came  under  the  sys- 
tem. For  the  first  time  grain  warehousemen  operating  a  chain  of 
elevators  availed  themselves  of  the  benefits  of  the  act. 

It  was  during  this  period  that  cotton  warehousemen  operating  ware- 
houses ranging  from  10,000  to  as  much  as  75,000  bales  capacity  be- 
came licensed.  Many  of  these  warehouses  are  in  the  production  areas, 
so  that  the  producers  are  given  an  incentive  to  store  their  cotton  in 
public  warehouses,  because  there  is  placed  at  their  disposal  a  ware- 
house receipt  which  is  fast  becoming  recognized  among  bankers  gen- 
erally as  one  of  the  best  forms  of  collateral  for  loan  purposes.  It  was 
also  during  the  past  year  that  the  first  public  cotton  warehouseman 
in  the  New  England  States  was  licensed  under  the  act.    This  ware- 
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house  has  licensed  capacity  for  30,000  bales  of  compressed  cotton. 
It  was  during  this  same  period  that  one  warehouseman  operating  a 
chain  of  25  cotton  warehouses,  ranging  in  capacity  from  5,000  to 
75,000  bales,  all  of  which  are  located  in  the  cotton-producing  areas  of 
Tennessee,  Arkansas,  Mississippi,  and  Louisiana,  placed  his  entire 
chain  of  warehouses  under  the  Federal  statute.  During  this  period 
large  cotton  warehouses  at  ports  such  as  Galveston,  Houston,  Mobile, 
and  New  Orleans  were  placed  under  the  act. 

In  this  same  year  one  grain  warehouseman  operating  a  chain  of 
nine  elevators  in  Colorado  filed  applications.  Another  grain  ware- 
houseman operating  a  chain  of  64  elevators  in  Oregon,  Washington, 
and  Idaho  filed  applications  and  118  applications  were  received  from 
another  grain  warehouseman  operating  in  that  same  area.  These 
warehouses  were  all  licensed. 

During  this  period,  from  April  1,  1921,  to  May  1,  1922,  the  begin- 
ning was  made  in  the  licensing  of  tobacco  warehouses,  and  by  the 
latter  date  there  were  14  tobacco  warehousemen  licensed. 

A  more  effective  presentation  of  the  progress  made  in  licensing  ware- 
houses in  the  past  two  years  is  shown  in  the  following  table: 


Kind  of  warehouse. 

To  April  1,  1920. 

April  1,  1921. 

May  1,  1922. 

Num- 
ber. 

Capacity. 

Num- 
ber. 

Capacity. 

Num- 
ber. 

Capacity. 

Cotton  

23 
5 

40,050  bales. . . . 
136,000  bushels 

238 
56 
5 

429,975  bales..., 

268 
263 
18 
14 

1,209,695  bales. 
14,441,080  bushels. 
27,500,000  pounds. 
68,395,000  pounds. 

2,108,400  bushels. 
24,375,000  pounds 

Wool  

In  this  table  it  will  be  seen  that  the  licensed  cotton  capacity  on 
May  1,  1922,  is  almost  three  times  that  of  April  1,  1921,  and  the 
licensed  grain  capacity  is  almost  seven  times  that  of  April  1,  1921. 
It  is  also  seen  that  while  the  licensed  capacity  for  the  storage  of  cot- 
ton is  three  times  that  of  the  year  previous,  the  number  of  licensed 
warehousemen  has  increased  by  but  30.  The  increase  is  attributable 
to  the  fact  that  during  the  year  a  number  of  warehousemen  operating 
warehouses  of  large  capacity  became  licensed. 

The  following  table  shows  the  number  of  cotton  warehouses  with 
capacities  of  5,000  bales  or  more  licensed  under  the  act  as  of  May 
1,  1922: 


Number 
of  ware- 
houses. 

Capacity 
in  Dales. 

Number 
of  ware- 
houses. 

Capacity 
in  bales. 

Number 
of  ware- 
houses. 

Capacity 
in  bales. 

Number 
of  ware- 
houses. 

Capacity 
in  bales. 

14 

5,000 

11 

10,000 

5 

15,000 

2 

25,000 

7 

6,000 

1 

10, 500 

18, 000 

4 

30, 000 

3 

7,000 

1 

11,000 

1 

18,500 

1 

40,  000 

1 

7,  .500 

1 

11,500 

1 

19,000 

1 

52,000 

3 

8,000 

1 

12,000 

2 

20,000 

1 

75, 000 

1 

9,000 

4 

14,000 

2 

22,000 
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The  progress  which  has  been  made  in  the  past  year  in  licensing 
cotton,  grain,  and  tobacco  warehouses  is  due  in  a  large  measure  to 
three  influences:  First,  a  more  general  and  a  keener  appreciation  on 
the  part  of  bankers  of  the  value  of  a  warehouse  receipt  issued  under 
the  United  States  warehouse  act;  second,  the  activity  of  producers' 
cooperative  associations ;  and,  third,  the  recognition  of  Federal  ware- 
house receipts  accorded  by  the  War  Finance  Corporation.  Some  of 
the  growers'  cooperative  associations  have  refused  to  store  any  of  their 
products  with  warehousemen  who  were  not  operating  under  the 
Federal  statute.  All  cotton  warehouses  used  by  the  Long  Staple 
Cotton  Growers  Cooperative  Association  of  Mississippi  are  licensed 
under  the  act  and  the  Burley  Tobacco  Growers  Association,  operat- 
ing in  Kentucky,  Indiana,  Ohio,  and  West  Virginia,  is  also  placing 
all  warehouses  under  its  control  under  the  act. 

AMENDMENTS  AND  ADDITIONS  TO  WAREHOUSE  REGULATIONS. 

On  June  16,  1921,  the  following  general  regulation  applicable  to 
all  regulations  promulgated  under  the  act  was  promulgated  by  the 
Secretary  of  Agriculture: 

GENERAL  REGULATIONS  UNDER  THE  UNITED  STATES  WAREHOUSE  ACT. 

Regulation  1 — Combination  warehouses. 

Section  1.  A  license  may  be  issued  for  the  storage  of  two  or 
more  agricultural  products  in  a  single  warehouse.  Where  such  a 
license  is  desired,  a  single  application,  inspection,  bond,  record, 
report  or  other  paper,  document  or  proceeding  relating  to  such  ware- 
house, shall  be  sufficient  unless  otherwise  directed  by  the  Chief  of 
the  Bureau  of  Markets. 

Section  2.  Where  such  license  is  desired,  the  amount  of  the  bond, 
net  assets,  and  inspection  and  license  fees  shall  be  determined  by 
the  Chief  of  the  Bureau  of  Markets  in  accordance  with  the  regula- 
tions applicable  to  the  particular  agricultural  product  which  would 
require  the  largest  bond  and  the  greatest  amount  of  net  assets  and 
of  fees  if  the  full  capacity  of  the  warehouse  were  used  for  its  storage. 

On  July  18,  1921,  the  following  amendments  were  made  to  the 
regulations  for  grain  warehouses  by  the  Secretary  of  Agriculture 
dated  September  9,  1919: 

Amend  regulation  4,  section  1,  paragraph  5,  by  adding  the  follow- 
ing thereto: 

except  when  requested  by  the  depositor  of  other  than  fungible 
grain,  a  receipt  omitting  statement  of  grade  may  be  issued 
unless  otherwise  required  by  the  law  of  the  State  in  which 
the  warehouse  is  located. 
Amend  regulation  4,  section  5,  subdivision  (b)  to  read  as  follows: 
(b)  have  plainly  placed  upon  the  face  of  the  receipt  a 
statement  showing  the  date  of  delivery,  the  kind  of  grain, 
the  grade,  if  determined,  and  the  weight  thereof  delivered, 
and  such  statement  shall  either  be  signed  by  the  person  law- 
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fully  entitled  to  such  delivery,  or  his  authorized  agent,  or 
the  warehouseman  shall  obtain  from  such  person  a  separate 
written  acknowledgment  of  the  delivery. 
Amend  regulation  5,  section  21,  paragraph  2,  subdivision  (b)  to 
read  as  follows: 

(Z>)  the  quantity,  the  kind,  and  the  grade,  if  determined, 
of  the  grain,  at  the  time  the  notice  is  given. 

On  the  13th  day  of  December,  1921,  regulation  2,  section  4,  of  the 
regulations  of  the  Secretary  of  Agriculture,  dated  September  9,  1919, 
for  grain  warehouses  was  amended  to  read  as  follows : 

The  warehouseman,  conducting  a  warehouse  for  which  appli- 
cation for  license  has  been  made,  shall  have  and  maintain, 
above  all  exemptions  and  liabilities,  unencumbered  assets  liable 
for  the  payment  of  any  indebtedness  arising  from  the  conduct 
of  the  warehouse,  to  the  extent  of  at  least  10  cents  per  bushel 
of  its  grain  storage  capacity,  determined  in  accordance  with 
paragraph  1  of  section  2  of  regulation  3,  except  that  the 
amount  of  such  assets  need  not  be  more  than  $100,000.  In 
case  such  warehouseman  has  applied  for  licenses  to  conduct 
two  or  more  warehouses  in  the  same  State,  the  assets  ap- 
plicable to  all  of  which  shall  be  subject  to  the  liabilities  of 
each,  such  warehouses  shall  be  deemed  to  be  one  warehouse 
for  the  purposes  of  the  assets  required  under  this  section,  and 
such  warehouseman  shall  have  and  maintain,  above  all  ex- 
emptions and  liabilities,  unencumbered  assets  liable  for  the 
payment  of  any  indebtedness  arising  from  the  conduct  of  any  of 
such  warehouses,  to  the  extent  of  at  least  ten  cents  per  bushel 
of  their  aggregate  grain  storage  capacity,  determined  in 
accordance  with  paragraph  1  oi  section  2  of  regulation  3, 
except  that  the  amount  of  such  assets  need  not  be  more  than 
$100,000.  For  the  purposes  of  this  paragraph  only,  capital 
stock,  as  such,  shall  not  be  considered  a  liability.  A  defi- 
ciency in  such  assets  may  be  supplied  by  an  increase  in  the 
amount  of  the  licensed  warehouseman's  bond  in  accordance 
with  paragraph  2  of  section  2  of  regulation  3. 

On  December  13,  1921,  regulation  2,  section  5  of  the  revised  regula- 
tions of  the  Secretary  of  Agriculture,  approved  September  15,  1919, 
for  cotton  warehouses,  was  amended  to  read  as  follows: 

The  warehouseman  conducting  a  warehouse  licensed  or  for 
which  application  for  license  has  been  made  under  the  act, 
shall  have  and  maintain  above  all  exemptions  and  liabilities 
unencumbered  assets  liable  for  the  payment  of  any  indebted- 
ness arising  from  the  conduct  of  the  warehouse,  to  the  extent 
of  at  least  $5  per  bale  of  its  cotton  storage  capacity  determined 
in  accordance  with  paragraph  1  of  section  2  of  regulation  3, 
except  that  the  amount  of  such  assets  shall  not  be  less  than 
$2,000,  and  need  not  be  more  than  $100,000.  In  case  such 
warehouseman  has  applied  for  licenses  to  conduct  two  or  more 
warehouses  in  the  same  State,  the  assets  applicable  to  all  of 
which  shall  be  subject  to  the  liabilities  of  each,  such  ware- 
houses shall  be  deemed  to  be  one  warehouse  for  the  purposes 
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of  the  assets  required  under  this  section,  and  such  warehouse- 
man shall  have  and  maintain,  above  all  exemptions  and  liabili- 
ties, unencumbered  assets  liable  for  the  payment  of  any  in- 
debtedness arising  from  the  conduct  of  any  of  such  warehouses, 
to  the  extent  of  at  least  $5  per  bale  of  their  aggregate  cotton 
storage  capacity,  determined  in  accordance  with  paragraph  1 
of  section  2  of  regulation  3,  except  that  the  amount  of  such 
assets  need  not  be  more  than  $100,000.  For  the  purposes  of 
this  section  only,  paid  in  capital  stock,  as  such,  shall  not  be 
considered  a  liability.  A  deficiency,  not  exceeding  50  per 
cent,  in  such  net  assets,  may  be  supplied  by  an  increase  in  the 
amount  of  the  licensed  warehouseman's  bond  in  accordance 
with  paragraph  2  of  section  2  of  regulation  3. 

ADDITIONAL  INSURANCE  CREDIT. 

Service  and  Kegulatory  Announcements  No.  61  of  the  Bureau  of 
Markets  indicated  certain  credit  allowed  on  insurance  premiums 
charged  on  cotton  stored  in  warehouses  operated  under  the  United 
States  warehouse  act.  Through  the  efforts  of  the  Department  of  Ag- 
riculture on  December  1,  1921,  the  State  Fire  Insurance  Commission 
of  Texas  issued  a  ruling  increasing  the  credit  from  10  to  15  per  cent. 

Service  and  Regulatory  Announcements  No.  61  of  the  Bureau  of 
Markets  indicated  that  the  credit  allowed  by  the  various  adjustment 
and  underwriting  asssociations  applied  only  to  the  contents  in  storage 
in  the  warehouse.  In  July,  1921,  the  Department  received  word  from 
various  underwriting  associations  advising  that  the  credit  granted 
applied  also  to  the  insurance  premiums  charged  on  the  buildings  and 
their  equipment. 

BANKERS'  OPINIONS  OF  THE  UNITED  STATES  WAREHOUSE  ACT. 

As  the  prime  purpose  of  the  warehouse  act  is  to  develop  and 
establish  a  form  of  warehouse  receipt  of  the  highest  collateral  value, 
bankers  naturally  are  interested  in  the  act  and  the  accomplishments 
thereunder.  In  the  past  year  there  has  been  a  more  general  recogni- 
tion throughout  the  country  on  the  part  of  bankers  operating  on  a 
large  scale  of  the  merits  of  Federal  warehouse  receipts.  A  letter 
from  the  governor  of  the  Federal  Reserve  Bank  of  Richmond,  which 
reads  in  part  as  follows,  contains  a  clear-cut  statement  of  his  opinion 
of  a  warehouse  receipt  issued  under  the  Federal  act : 

We  are  very  glad  to  give  you  our  cooperation  in  the  establishment  of  warehouses 
under  the  act.  So  far  as  we  recall  we  have  never  had  occasion  to  decline  a  loan  based 
upon  one  of  the  United  States  bonded  warehouse  receipts,  and  if  that  occasion  should 
arise,  it  would  not  be  on  account  of  the  receipt. 

From  the  senior  vice-president  of  the  National  City  Bank  of 
New  York,  a  letter,  reading  in  part  as  follows,  was  received  by  a 
representative  of  the  Department  of  Agriculture: 

In  so  far  as  the  acceptability  of  the  United  States  licensed  and  bonded  warehouse 
receipts  for  security  purposes  is  concerned,  there  is  no  question  in  my  mind  but 
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that  they  would  not  only  be  highly  acceptable  but  also  would  be  most  desirable  for 
that  purpose.  The  requisites  under  the  act  for  obtaining  licenses  for  operating  ware- 
houses of  this  kind  would  put  the  acceptability  of  these  receipts  far  above  those  of  the 
unlicensed  warehouses.  Even  the  knowledge  that  the  warehouses  were  subject  to 
periodical  examinations  at  irregular  intervals  without  knowledge  to  the  owners  would 
of  itself  have  a  tendency  to  make  these  highly  acceptable  to  banks. 

The  relative  value  for  security  purposes  of  the  United  States  licensed  and  bonded 
warehouse  receipts  as  against  receipts  issued  by  warehouses  unlicensed  under  the 
act  would  be  very  high,  because  of  the  assurance  that  the  holders  would  have,  that 
the  merchandise  represented  by  the  licensed  receipt  was  subject  to  efficient  examina- 
tion and  check  by  trained  officials  at  irregular  periods,  which  of  course  is  not  the  case 
with  unlicensed  warehouses. 

To  the  many  indorsements  received  from  bankers  in  different 
parts  of  the  country,  the  governor  of  the  Federal  Reserve  Board  at 
Washington  has  added  his  indorsement  in  a  letter  which  reads  in 
part  as  follows: 

I  think  it  is  recognized  by  banks  and  other  financial  institutions  that  warehouse 
receipts  representing  readily  marketable  nonperishable  agricultural  commodities 
properly  warehoused  are  a  desirable  kind  of  security  for  bank  loans.  It  is  apparent, 
of  course,  that  some  warehouse  receipts  are  more  desirable  than  others,  and  that  the 
degree  of  desirability  is  dependent  upon  a  number  of  factors,  included  among  which 
are  the  form  and  legal  effect  of  the  receipt,  the  question  of  whether  or  not  the  issuing 
warehouseman  is  licensed,  bonded  and  operated  under  Federal  law,  or  a  State  law 
furnishing  proper  safeguards,  and  is  supervised  and  examined  by  competent  officials 
with  a  view  to  the  protection  of  the  public,  the  reputation  and  financial  responsibility 
of  the  warehousemen,  the  physical  conditions  affecting  the  warehouse,  the  question 
of  insurance,  etc. 

Generally  speaking,  there  can  be  no  doubt,  I  think,  that  warehouse  receipts  issued 
by  warehousemen  licensed  and  bonded  under  the  United  States  warehouse  act  will 
be  considered  by  bankers  as  more  desirable  collateral  security  than  those  issued  by 
warehousemen  who  are  not  licensed  or  bonded  under  any  State  or  Federal  law. 

The  United  States  warehouse  act  specifies  in  detail  what  shall  be  stated  on  each 
receipt  issued  under  that  act  and  these  statements  give  very  full  information  regarding 
the  commodity  which  the  receipt  represents.  The  act  also  requires  the  warehousemen 
to  keep  records  of  all  commodities  stored  or  withdrawn  and  of  all  receipts  issued  and 
returned,  and  to  make  such  reports  to  the. Secretary  of  Agriculture  as  the  Secretary  shall 
require.  The  Secretary  is  given  full  authority  to  cause  inspections  and  examinations 
to  be  made  with  a  view  to  determining  whether  the  warehousemen  are  complying  with 
the  conditions  of  the  act  and  the  regulations  issued  thereunder,  and  is  also  given 
authority,  after  a  hearing  has  been  afforded,  to  suspend  or  revoke  the  license  of  any  ware- 
housemen licensed  under  the  act;  and  I  understand  that  such  inspections  and  examina- 
tions are  actually  being  made  at  irregular  intervals  without  notice  to  the  warehousemen 
so  as  to  reflect  the  normal  conditions  of  the  warehousemen's  business.  I  understand 
also  that  before  any  license  is  issued  the  reputation  and  financial  responsibility  of  the 
applicant  is  investigated,  and  the  applicant's  warehousing  facilities  are  examined, 
and  that  no  license  is  issued  unless  these  are  found  to  be  satisfactory.  Furthermore, 
the  law  requires  that  each  applicant  for  a  license  must  file  a  good  and  sufficient  bond 
in  the  sum  of  not  less  than  $5,000  nor  more  than  $50,000,  depending  upon  the  capacity 
of  the  applicant's  warehouse  facilities,  to  secure  the  faithful  performance  of  his  obli- 
gations as  a  warehouseman,  and  that  any  person  injured  by  the  breach  of  any  obliga- 
tion to  secure  which  the  bond  is  given  shall  be  entitled  to  sue  on  the  bond  for  the 
damages  he  may  have  sustained  on  account  of  the  breach. 
110243°— 22  2 
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All  of  these  features  are  such  as  tend  to  make  the  warehouse  receipts  issued  by 
warehousemen  licensed  and  bonded  under  the  United  States  warehouse  act  attractive 
to  conservative  bankers  as  collateral  security  for  loans,  and,  as  I  have  heretofore 
stated,  except  for  such  special  conditions  as  may  apply  to  particular  cases,  such  ware- 
house receipts  will  undoubtedly  be  regarded  more  favorably  by  bankers  than  will 
receipts  issued  by  warehousemen  who  are  not  licensed  or  bonded  under  any  State 
or  Federal  law.  I  have  no  hesitation  in  saying,  therefore,  that  in  my  judgment  a 
campaign  such  as  I  understand  is  being  conducted  by  the  Department  of  Agriculture 
among  warehousemen  to  educate  them  to  the  advantages  of  becoming  licensed  under 
the  United  States  warehouse  act  and  among  bankers  to  educate  them  to  the  desira- 
bility as  a  form  of  collateral  security  of  warehouse  receipts  issued  by  warehousemen 
so  licensed,  can  be  made  to  result  in  much  benefit  to  the  public  through  improved 
facilities  both  for  the  storing  and  marketing  of  agricultural  products  and  for  the  proper 
financing  of  such  storing  and  marketing. 

/The  relative  desirability  of  warehouse  receipts  issued  by  warehousemen  licensed 
under  the  United  States  warehouse  act  and  warehouse  receipts  issued  by  warehouse- 
men licensed  under  the  laws  of  particular  States  is  a  matter  upon  which  I  can  not 
express  an  opinion,  as  I  am  not  familiar  with  the  various  State  laws  or  the  adminis- 
tration thereof.  It  is  my  opinion,  however,  that  there  are  certain  advantages  in 
being  licensed  under  the  Federal  law,  and  in  being  subject  to  the  supervision  of  the 
Federal  authorities,  which  advantages  would  be  most  apparent  in  cases  where  the 
holders  of  warehouse  receipts  desire  to  use  them  as  collateral  for  loans  from  banks 
located  in  States  other  than  that  in  which  the  warehouse  happens  to  be  located. 

The  merits  of  warehouse  receipts  issued  under  the  Federal  ware- 
house act,  for  financing  purposes,  are  attested  by  a  statement  of  one 
of  the  officials  of  the  War  Finance  Corporation,  who  has  stated  that  to 
the  best  of  his  knowledge,  the  corporation  has  never  had  occasion  to 
deny  an  application  for  a  loan  for  which  Federal  warehouse  receipts 
were  given  as  security.  The  opinion  of  the  directors  of  the  "War 
Finance  Corporation  of  warehouse  receipts  issued  under  the  Federal 
act  is  clearly  stated  in  the  following  letter  received  from  the  managing 
director  of  the  corporation: 

I  wish  to  take  this  opportunity  to  thank  you  for  the  valuable  services  which  your 
bureau  has  rendered  to  the  War  Finance  Corporation  in  connection  with  loans  made 
by  the  War  Finance  Corporation  to  cooperative  marketing  associations  throughout 
the  United  States. 

These  loans  have  been  made  as  you  know  on  the  security  of  warehouse  receipts 
representing  the  commodity  to  be  marketed,  and  it  has  been  of  prime  importance 
that  such  commodities  be  properly  warehoused.  In  a  large  majority  of  cases  coopera- 
tive associations  obtaining  advances  from  us  have  given  as  security  receipts  issued  by 
Federally  licensed  warehouses,  licensed  and  supervised  by  your  bureau.  The  fact 
that  a  warehouse  is  so  licensed  and  supervised  has  given  us  added  feeling  of  security 
and  an  assurance  that  our  interest  in  the  security  was  being  properly  cared  for.  and 
the  integrity  of  the  warehouse  receipt  respected. 

From  my  experience  in  the  work  of  the  War  Finance  Corporation.  I  believe  that 
the  safeguards  imposed  under  the  licensing  system  of  your  bureau  add  greatly  to  the 
value  of  a  warehouse  receipt  as  security  and  work  to  the  advantage  of  the  person  or 
institution  which  lends  money  on  warehouse  receipt  security,  of  the  owner  of  the 
commodities,  and  of  the  warehouse  which  assumes  responsibility  for  the  receipt. 

We  have  found  the  form  of  warehouse  receipt  required  by  your  bureau  especially 
valuable  in  connection  with  our  loans.    In  connection  with  our  cotton  loans,  tor 
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instance,  the  warehouse  receipt  issued  by  Federally  licensed  warehouses  certifies  on 
its  face  not  only  the  number  of  bales,  but  the  weight,  grade  and  staple  of  the  cotton- 
Such  certification  adds  greatly  to  the  value  of  the  receipt  as  collateral. 
Very  truly  yours, 

(Signed)  Eugene  Meyer,  Jr., 

Managing  Director. 

That  bankers  regard  a  warehouse  receipt  issued  under  the  Federal 
act  as  one  possessing  greater  collateral  value  than  one  issued  by 
the  same  warehouse  when  not  operated  under  the  act  is  shown  from 
the  following  extract  from  a  letter  received  by  the  Department  from 
a  holder  of  a  number  of  cotton  warehouse  receipts : 

While  in  New  Orleans  sometime  back  I  negotiated  a  loan  through  one  of  the  banks 
there,  giving  as  security  warehouse  receipts  for  cotton.  Among  the  list  of  receipts 
were  a  few  that  were  not  bonded  receipts  and  very  much  to  my  surprise  the  bank  threw 
those  receipts  back  on  me  and  refused  to  accept  them  as  collateral,  but  raised  no 
objection  to  the  bonded  receipts  at  all  as  our  warehouse  here  had  been  placed  on 
the  approved  list  of  the  Federal  Reserve  Bank. 

The  receipts  mentioned  in  the  above  quotation  on  which  the 
bank  refused  to  make  a  loan  were  receipts  issued  by  the  same  ware- 
house prior  to  the  date  on  which  it  became  licensed  under  the  United 
States  warehouse  act. 

OPINIONS  OF  LICENSED  WAREHOUSEMEN. 

Sometimes  the  question  is  asked  why  certain  warehouses  are  not 
licensed  under  the  act,  and  various  reasons  are  given  by  the  owners 
of  such  warehouses.  Some  reasons  advanced  are  a  fear  of  Govern- 
ment red  tape  and  too  much  cost  incident  to  licensing.  Generally 
speaking,  those  who  have  operated  their  warehouses  under  the  act 
in  full  conformity  with  it,  and  the  regulations,  have  found  that  these 
objections  are  not  valid.  One  warehouseman  who  has  been  licensed 
for  some  time  wrote  the  Department  on  January  30,  1922,  as  follows: 

I  think  that  the  Federal  warehouse  act  is  one  of  the  best  things  that  has  been  put 
in  operation  in  this  country,  so  far  as  the  handling  of  our  cotton  is  concerned. 
Through  it  we  not  only  have  a  uniform  warehouse  receipt  as  to  the  weight,  condition, 
grade  and  staple  of  every  bale  of  cotton,  making  it  possible  for  the  cotton  to  be  used 
as  security  for  funds  advanced  to  assist  in  marketing  the  crop  without  danger  of  loss 
to  the  lender,  but  it  give3  a  lower  rate  of  insurance. 

Another  warehouseman  who  has  been  licensed  for  several  years 
wrote  the  Department  on  July  5,  1921,  as  follows: 

Recently  some  of  our  directors  were  discussing  the  benefits  we  have  derived  in 
several  ways  since  joining  the  Federal  warehouse  system  and  I  am  taking  this 
opportunity  to  pass  same  on  to  you,  knowing  that  you  will  be  interested  in  what  we 
think  of  the  system.  As  you  remember  we  were  operating  as  an  independent  ware- 
house insuring  all  cotton  through  local  insurance  agencies  in  standard  companies  at 
standard  rates.  We  decided  to  join  the  Federal  system  and  found  that  we  were 
required  to  carry  the  same  amount  of  bond  as  required  before  by  the  Federal  Reserve 
Bank  but  would  receive  a  reduction  of  25  per  cent  in  our  insurance  rate.    Our  saving 
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on  this  item  alone  has  been  $900  for  the  year.  We  are  very  much  pleased  with  the 
manner  in  which  inspections  are  made,  and  we  find  your  suggestions  very  helpful* 
I  might  add  that  the  local  banks  are  carrying  loans  amounting  to  thousands  of  dollars 
on  our  warehouse  receipts. 

Another  warehouseman  who  has  been  operating  as  a  licensed 
warehouseman  for  several  years  on  July  2,  1921,  wrote  the  Depart- 
ment as  follows: 

We  have  found  that  there  is  less  red  tape  in  being  connected  with  the  Bureau  of 
Markets  in  the  way  of  operating  a  Federal  warehouse  than  there  is  in  anything  else 
connected  with  Government  supervision.  *  *  *  The  inspection  service  main- 
tained by  the  Bureau  of  Markets  is  very  complete  as  the  inspectors  are  all  high-grade 
men  who  know  their  business.  Cotton,  insurance,  books  and  condition  of  warehouse 
are  inspected  regularly  and  reports  made  to  the  Department  in  Washington.  Bankers 
in  this  section  express  their  preference  very  strongly  as  to  warehouse  receipts  of 
Federal  warehouses. 

After  conducting  our  plant  under  Federal  supervision  for  two  seasons  we  can 
strongly  recommend  the  system.  In  our  opinion  it  is  the  only  system  that  gives 
adequate  protection  to  storer,  banker  and  stockholder  of  any  warehouse  company. 

We  handle  all  the  cotton  bought  on  this  market  and  lots  of  cotton  bought  in  the 
Delta  for  one  of  the  largest  staple  buyers  in  this  section.  Our  weights,  etc.,  are 
accepted  by  the  mills  and  this  buyer  re'fused  to  handle  his  cotton  through  any  other 
channel.  The  confidence  of  the  people  is  built  up  and  held  by  Federal  supervision 
and  is  the  keynote  of  success  in  handling  cotton. 

APPROVED  FORMS  OF  WAREHOUSE  RECEIPTS. 

For  the  benefit  of  those  who  are  not  familiar  with  the  forms  of 
receipts  approved  for  use  under  the  United  States  warehouse  act, 
the  following  four  forms  are  reproduced: 
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STATEMENT  OF  OWNERSHIP  AND 
ENCUMBRANCES 

Form  of  statement  of  ownership  and  encumbrances  and  of  in- 
dorsement which  appears  on  the  reverse  side  of  receipts  issued 
under  warehouse  act. 

Each  of  the  undersigned  hereby  certifies  on  the  date  stated  that 

he  is  the  owner  of  the  covered  by  this  receipt  and  that, 

other  than  the  warehouseman's  lien  evidenced  on  the  face  of  this 
receipt  and  the  following,  there  are  no  liens,  mortgages,  or  other 
encumbrances  on  said  : 


 ,192 

(Signed)  


 ,192 

(Signed)  

INDORSEMENTS 

Upon  demand,  deliver  the  covered  by  this  receipt  to 

 or  his  order. 

 ,192  (Signed)  

Upon  demand,  deliver  the  covered  by  this  receipt  to 

 or  his  order. 

 ,192  (Signed)  


Received  delivery  of  the  covered  by  this  receipt. 

 ,192  (Signed)  
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The  Cotton  Warehouse  Co  

E.  J.  Smith  

S.  A.  Brown  

W.  L.  Jessup  &  Sons  

R.  A.  Stafford  

Mavsville  Bonded  Warehouse  Co  

E.  E.  Miles  

W.  B.  Burns  

Vidalia  Tobacco  Warehouse  Co  

Grayson  Warehouse  Co  

Donalsoriville  Oil  Mill  

Willie  Wiley  &  Sons  

A.  R.  Burdett  

1  >uluth  Warehouse  Co  

.T.  R.  Griffin   
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